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KEY ECONOMIC INDICATORS 


Money values in millions of U.S. dollars, except where noted. 
(US$1 = BD$2.01) 
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from Barbados Economic Report, 1980. 





ECONOMIC TRENDS REPORT FOR BARBADOS 
General 


The Barbadian economy experienced its fifth consecutive year of 
real growth in 1980 as real gross domestic product (GDP) grew by 
approximately 5 percent. This was primarily as a result of an 
excellent sugar harvest, a growth in tourism receipts (although 
actual arrivals dropped), and growth in the manufacturing sector. 
Inflation increased from 13.1 percent in 1979 to 14.4 percent in 
1980. The Central Bank continues to enforce credit controls on 
the personal and distributive sectors, which have been further 
tightened in 1981 to discourage consumer imports. 


Sugar production in 1981 is down 28 percent to 96,000 tons, and 
with the drop in world sugar prices, there will be a significant 
drop in foreign exchange receipts. Tourist arrivals are also down 
as the combination of recession in the North American market, high 
air fares, and constantly increasing local costs (driven by union- 
won wage increases exceeding 30 percent) encourage tourists to 
stay closer to home. The Barbadian economy will probably grow no 
more than 1 percent in 1981 and may experience no growth. 


Local oil production is down. The producing company has begun a 
program of deep exploration rather than continuing to drill shal- 
low wells. To date, deep drilling has not proven successful, and 
beginning in 1982, additional shallow wells will be brought into 
production. The drop in oil production will necessitate an in- 
crease in oil imports placing further pressure on the balance of 
payments. Retail prices, through June, increased at a 14 percent 
rate. The recession in the United States has resulted in the clo- 
sures of several American manufacturing firms but this has been 
roughly balanced by new companies opening. 


Agriculture 


After the excellent harvest of 1980, the sugar industry suffered 

a major setback in 1981. A combination of bad weather, bonus pay- 
ment negotiations causing a late start to the harvest, labor 
shortages, and the impact of cane fires in 1980 resulted in a 28 
percent drop in sugar production. The revaluation of the U.S. 
dollar--to which the Barbadian currency is linked--against the 
European currencies has resulted in a drop in the foreign exchange 
that Barbados receives for sugar sold in Europe. The outlook for 
the 1982 crop is not good. The wet weather made crop maintenance 
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difficult. There is a strong possibility that wage negotiations 
will delay the start of the harvest season, and considering the 
age of most sugar workers, it is certain that the labor shortage 
will be even more acute next year. 


The nonsugar agricultural sector did not do well in 1980, in large 
part due to heavy rains in the last quarter. The heavy rains of 
the first 8 months of 1981 indicate that, at least for vegetable 
crops, 1981 will see no significant increases in production. The 
livestock and fish sectors should recover from the low levels of 
production in 1980. 


Industry 


The industrial sector experienced 6.1 percent real growth in 1980, 
compared with 3.8 percent in 1979. Much of that growth came as a 
result of increased production by the electrical component indus- 
try manufacturing primarily for the U.S. market. The garment 
sector continued to experience sales difficulties in the Caribbean 
Community market, and its output actually fell by 2.3 percent even 
before inflation adjustment. 


Twenty companies were granted approved-enterprise status (tax 
holiday and duty-free entry of raw materials) in 1980, and another 
21 companies, which had previously been granted such status, began 
operations. 


Tourism 


In 1980, for the first time in 5 years, the number of stay-over 
tourists coming to Barbados dropped by 0.2 percent. Arrivals 

from the United States dropped by 6 percent. Tourist receipts, 
however, rose by 24.5 percent (real growth of 10.1 percent) because 
of higher prices charged by tourist establishments, a slight in- 
crease in the average length of stay, and a 42 percent increase in 
the number of cruise ship visitors. In 1980, only two markets, the 
United Kingdom and the Caribbean, showed an increase in the number 
of visitors. The U.K. market should show a drop for the remainder 
of the year because of the devaluation of the pound in relation to 
the U.S. dollar. 


Through June 1981, the number of tourist arrivals had dropped by 
5.8 percent over the same period in 1980, and forecasts for the 
remainder of the year are not good, 





There is a growing perception that the Barbadians are pricing 
themselves out of the tourist market. A survey conducted by the 
Financial Times of London named Barbados as the most expensive 
destination for business travelers. The local hotel industry has 
reacted to the story with a mixture of denials and pride, emphasiz- 
ing that there are many cheaper places to stay than those used by 
the Financial Times. The local hotel industry tends to blame the 
recession in North America for the dropoff in arrivals, and it is 
true that is a significant factor. However, once the recession is 
over Barbados will face strong competition from Jamaica, a factor 
local owners do not seem to have taken into account in their 
pricing policy. 


The embassy believes that tourist facilities are expensive and 
unless owners start now to hold the line on prices, the sector's 
recovery could be very slow. 


Employment, Wages, and Inflation 


The level of unemployment in 1980 declined slightly from 12.8 per- 
cent in 1979 to 12.6 percent. For the first time in Barbadian 
history, more than 100,000 people were employed out of a labor 
force of 114,800. The average wage increase in 1980 was 23.9 per- 
cent (a real increase of 9.5 percent), a sharp jump from the 14.3 
percent increase (real increase of 1.2 percent) of 1979. The con- 
struction sector, which suffers from a shortage of skilled workers, 
had the largest increase, 34.7 percent. The manufacturing sector 
was close behind, with an average settlement of 33.8 percent. 


In March 1980, the Government introduced a new cost of living index 
based on household surveys conducted in 1978-79. The new survey, 
which replaces a 1965 survey, iS a more accurate reflection of 
price movement. According to the new index, prices rose by 14.4 
percent in 1980, an increase over the 13.1 rate of 1979. The 
increases for 1981 will be in the vicinity of 14 percent. 


Money, Banking, and Finances 


Over the course of the year, commercial banks were directed to 
raise their savings rate from 3 to 7 percent. The prime rate in- 
creased from 8 to 1l percent. Savings deposits increased by 18 
percent to $164 million, and demand deposits increased by 2 per- 
cent to $81 million. Money supply (currency plus demand deposits) 
grew by 11 percent, a sharp drop from the 35 percent increase the 
previous year. 





Loans and advances grew by 16 percent, with the bulk of that going 
to the manufacturing sector. The Central Bank maintained its 
restrictions on commercial banking lending to the distributive 

and personnel sectors. The limits are set by placing a ceiling on 
the growth of credit; i.e., the credit to the distributive sector 
was allowed to increase by not more than 12.5 percent above the 
yearend 1979 figure. 


In the 1980-81 budget, the level and coverage of consumption taxes 
were again widened and only partially offset by greater income tax 
allowances. As a result, government revenues increased, helping 
the Government realize its third consecutive current account sur- 
plus. The overall budget, however, was in deficit by $25 million. 


Barbadian efforts to attract offshore banking business have met 
with only limited success, as many United States banks, which were 
the primary targets, waited for the Federal Reserve to make its 
decision on offshore banking in the United States. That decision, 
allowing offshore establishment in New York, has had a negative 
impact on Barbadian recruitment. A second problem has been the 
awareness that the double taxation treaty currently operating be- 
tween the United States and Barbados is being renegotiated and 
that the new U.S. position does not provide as favorable terms as 
currently exist. 


Balance of Payments and Foreign Trade 


In 1980, Barbados recorded its third successive overall balance of 
payments surplus, equal to $12.5 million. The surplus resulted as 
substantial capital inflows more than offset the $16 million cur- 
rent account deficit. Exports grew by 56.9 percent, fueled mainly 
by the excellent sugar harvest and expanded plant capacity in the 
electrical components sector. Imports grew by 26.3 percent, led 
by capital goods and oil. 


The United States purchased slightly over 36 percent of Barbados' 
exports and supplied almost 34 percent of its imports, making it 
far and away the island's most important trading partner. The 
Caribbean Common Market (CARICOM) took 27.8 percent of Barbadian 
exports and supplied 17.8 percent of its imports, making it the 
second largest trading partner. The United Kingdom was a distant 
third, followed by Canada. 





Implication for the United states 


The slower growth forecast for the next 2 years plus the continuing 
tight credit policy of the Barbados Central Bank will probably 

mean a Slowdown in the growth of U.S. exports to Bardados. U.S. 
manufacturers will, however, continue to find Barbadian commercial 
sector interested in expanding its contacts with the United States. 


Even though the tourist sector is experiencing a slowdown, there 
continues to be opportunities for American businesspeople to sell 
their products. The U.S. Department of Commerce is tentatively 
planning to stage a hotel/restaurant/catering equipment catalog 

show in the Caribbean in 1982, which will include a stop in 

Barbados. More details can be obtained from the Commerce Department. 


The use of data and word processing equipment is still in its in- 
fancy in Barbados. There remains a great deal of missionary work 
to be done, but that will be accelerated as the local business 
institute introduces microcomputers into its courses. Given the 
small size of most Barbadian businesses, the microcomputer with 
business-oriented software has the greatest potential. Any Amer- 
ican company considering entering this market should be cautioned 
that the setting up of a service network will be difficult but 
absolutely essential, as independent service facilities do not 
exist. 


Opportunities continue in the agricultural sector, especially for 
Sugar harvesting equipment. Despite a 12 percent unemployment 
rate, labor shortages in the agricultural sector will continue to 
get worse, making agriculture one of the few sectors seriously 
interested in labor saving devices. 


The drop in local oil production, with the resulting increase in 
foreign exchange expenditures for foreign oil, will heighten 
government interest in energy-efficient technology. Virtually 
every new house in Barbados has solar water heating. At least 
three government buildings are experimenting with solar energy for 
air-conditioning, a trend that is likely to increase as experience 
grows. Wind energy is also being explored. There remains, how- 
ever, significant room for conservation or more efficient energy 
use in businesses and hotels. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 
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offer country-by-country reports with the information 
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trade and investment conditions and opportunities. 
They'll bring you the latest markeiing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

e industry trends @ trade regulations 

@ distribution channels @ market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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